This article analyses the relationship of tax contribution and income gap between urban and rural areas. First of all, we comb their relationship from theoretical knowledge. Secondly, we use 2000-2014 panel data of 29 provinces and cities in our country (except Tibet) to establish the fixed effects model for analysis. Results show that the improvement of tax contribution will expand the income gap between urban and rural areas. This is due to that turnover tax contribution is the most important part in the tax contribution. From the structural analysis, improvement of turnover tax and income tax contribution are not conducive to narrow the income gap between urban and rural areas. The improvement of property tax contribution is conducive to narrow the income gap between urban and rural areas. Finally, from the empirical results, we can give the policy suggestion of structural tax cuts and others.
Introduction
Since 1978, our country's economy maintained a high speed development, the per capita GDP rose from 381 yuan in 1978 to 46,531 yuan in 2014, growth in 122 times. At the same time, income of urban and rural residents had greatly improved. Urban per capita disposable income in 1978 was 343 yuan. The per capita disposable income reached 28,844 yuan in 2014. Rural resident per capita net income of 1978 was 134 yuan, and it reached 10489 yuan in 2014. However, with the rapid growth of economy and increase of residents' income, the problem of income distribution was increasingly prominent in our country, specially the income gap between urban and rural areas. Urban and rural income ratio was 2.75 times in 2014. The income gap between urban and rural areas had become one of the important problems that we need to resolve now. Tax is an important means of government to adjust the income distribution. By studying the relationship of tax and the income gap between urban and rural areas in China, it helps us to put forward policy suggestions with narrowing the income gap between urban and rural areas.
Literature Review
The earliest domestic scholars studied Chinese income distribution problem in the late 1980s, such as Zongsheng Chen, Wang-Dao Chen. They analyzed income gap between urban and rural areas in China from different angle, such as present situation, evolution characteristic and reason of income gap. To the 90s of 20th century, scholars began to study the relationship between taxation and income distribution, such as Guoqing Wang (1995), Lu Renfa (1996) , Xujian Guo (1998) and others. In recent years, tax refund and weakening of the function of the tax fair had become the focus of attention. Domestic literature could be divided into 3 categories:
The first kind is about the position of the relationship between the tax revenue and the income distribution. Tax was an important tool to adjust the income distribution. We could use the progressive tax, tax incentives, tax cuts and other ways to make a fairer income distribution [1] . Pei-Yong Gao thought tax was an important means for government to adjust the income gap between residents. The government should combine tax adjustment work and the construction of the tax system, so that tax system could really play a role in adjusting income gap between residents [2] . In order to improve our tax system and realize the function of adjusting income gap, we need to find the cause of the income gap. If it is not reasonable in the tax system, we need to reform and pay more attention to system construction [3] .
The second kind is about empirical research on taxation and income distribution. Hua Liu used data of the world bank to analyze the relationship between turnover tax and income gap. Results show that turnover tax was not conducive to narrow the income gap [4] . Zi Yin Shi used intermediate progressive index to analyze income redistribution effect of personal income tax, the average tax rate played a key role on income redistribution effect [5] .
The third kind is about tax refund and weakening of the function of tax fair. Existing research literature had confirmed that tax adjustment function of the income gap was very weak in China, and there was a phenomenon of "reverse adjustment". Xi-Min Yue used the cash flow statement and household survey data to measure tax burden level of each family. Results show that Chinese tax structure was regressive. Compared with urban areas, tax burden of rural areas were more regressive [6] . Ying Wan studied distribution of turnover tax burden. Turnover tax was regressive. Value added tax and business tax was regressive, but consumption tax was not obviously regressive [7] . Qiong-Zhi Liu argue that Chinese personal income tax was regressive. It was not narrowing the income gap in redistribution phase [8] .
Domestic scholars began late to research the relationship of tax and income distribution. Generally speaking, domestic research literature based on the existing tax theory abroad. They studied preference in the principle, system design and policy orientation. They used more qualitative analysis but less quantitative analysis. This was due to personal data was difficult to obtain. This paper, through the measurement model, analyzes the relationship between tax contribution and the income gap by using qualitative analysis and quantitative analysis.
Definition of Tax Contribution
Contribution rate refers to the ratio of effective or useful results to the number of occupied (consumed). It is an index that can be used to analyze the economic benefit. Specifically, contribution rate is the ratio of the amount of contribution to the amount of input, the ratio of the amount of output to the amount of consumption, the ratio of the amount of income to the amount of occupancy. According to definition of the contribution rate, we can define tax contribution as taxpayers have the ability to create tax in the case of occupying social resources. Tax contribution is a relative index. We need to consider the amount of social resources that are occupied by the taxpayer when we calculate tax contribution. The amount of social resources occupied by the taxpayer can be expressed by the gross domestic product. Tax contribution is the ratio of the total tax revenue to GDP. That is, tax contribution = the tax revenue/GDP. Tax contribution can be divided into turnover tax contribution, income tax contribution and property tax contribution. Turnover tax contribution is the ratio of turnover tax revenue to gross domestic product. Turnover tax include value added tax, business tax, consumption tax and tariffs; Income tax contribution is the ratio of income tax revenue to gross domestic product. Income tax includes enterprise in-come tax and personal income tax; property tax contribution is the ratio of property tax revenue to gross domestic product. Property tax includes real estate tax, land value-added tax, urban land use tax, travel tax and deed tax. Turnover tax contribution (income tax contribution or property tax contribution) = turnover tax revenue (income tax revenue or property tax revenue)/GDP.
Theoretical Analysis
Analysis from the perspective of tax structure, turnover tax is easy to tax shifting. The added-value tax and business tax covers most of goods, including daily necessities. The elasticity of demand of daily necessities is small. The enterprises are easy to shift the tax burden on consumers by improving the commodity prices. Lowincome residents who bear the tax burden is higher than the high-income residents. It is not conducive to narrow the income gap. Consumption tax is mainly aimed at high income residents. It helps to adjust the income gap between residents. High income residents are mainly concentrated in cities. So it can adjust income gap between urban and rural areas. Therefore, it is not conducive to narrow the income gap between urban and rural areas by improving value added tax contribution and business tax contribution. It is conducive to narrow the income gap between urban and rural areas by improving consumption tax contribution. Value added tax and business tax are the most important part in the turnover tax. So it is not conducive to narrow the income gap between urban and rural areas by improving turnover tax contribution. Yi Liu analyzes turnover tax burden in different income groups. The empirical results show that turnover tax burden in different income groups is close to the proportion. So increase of turnover tax contribution is not conducive to narrowing the income gap [9] . Shaorong Li et al. (2006) according to the empirical test, it is concluded that increase of turnover tax contribution will expand the income gap between capital owners and labor owners. High income groups have more capital income, low income groups have less capital income. Labor income is the most important part of low income groups [10] . So turnover tax contribution will improve the income gap of residents. Ying Wan has the same point [7] .
Whether the enterprise income tax can be used to adjust the income gap between urban and rural areas is controversial for the moment. Enterprise income tax affects the net profit of enterprises, reduces profit rate of capital. The capital of urban residents is high, the capital of rural residents is low. So it is beneficial to narrow the gap between urban and rural areas by improving enterprise income tax contribution. However, the private enterprise's life consumption is also easy to be included in the cost, resulting in the reduction of taxable income, which is not conducive to make income distribution fair. Personal income tax is recognized as one of the most effective means of adjusting income gap. Income distribution effects of personal income tax mainly come from progressive. Tax rate increases with increase of income level. It will help to reduce the income gap between high income and low income groups and achieve the purpose of adjusting income gap between urban and rural areas. But there are many defects in the current personal income tax system in China. For example, the tax rate of urban residents is far lower than the nominal tax, personal income tax of rural residents is lack, the structure of the individual income tax is unreasonable, the private economy of tax contribution is too low, tax evasion is serious, etc. It is not conducive to narrow the income gap between urban and rural areas by improving personal income tax contribution. Qiongzhi Liu found that the individual income tax has a certain degree of retirement. At the redistribution stage, improvement of tax contribution has not narrowed the degree of income gap [10] . Hua-Sheng Ouyang use micro data to study the personal income tax. The results show that individual income tax exists the phenomenon of "reverse adjustment". The growth of individual income tax contribution is not conducive to narrow residents' income gap [11] .
Object of property tax is the taxpayer's owned or controlled property. Generally speaking, the higher income of residents is, the more the property is. Property income of urban residents is much higher than that of rural residents in China. Property tax can effectively adjust the income gap between urban and rural areas. Increase of property tax contribution will also help to narrow the income gap between urban and rural areas.
Structure of tax system is overall arrangement of various taxes of a country. And the main tax category plays a decisive role in overall function of tax system. Turnover tax is the main tax category of our country. Therefore, improvement of tax contribution will expand the income gap between urban and rural areas. Property tax, consumption tax and personal income tax play an important role for adjusting the residents income gap, but there are some important tax that are missing in the property tax. Consumption tax and personal income tax system is not reasonable. That is the reason why tax contribution cannot adjust income gap (Jian-Dong Chen, Xia Zhu soldier, 2011) [12] .
Analysis from the perspective of the resident department revenue, the national income is allocated among the government, enterprises and residents. In primary distribution stage, the added value of residents in departments as a starting point, residents get labor remuneration by providing labor and get interest, rent, bonuses and other income by providing property. Labor remuneration is a major source of income of residents department, proportion of property income is very small. In the process of getting income, the residents department need pay production tax to government departments. Production tax is given priority to with turnover tax. Primary distribution stage emphasizes on efficiency principle. Production tax is not conducive to narrow income gap between residents. So the higher tax contribution, the greater income gap between residents. In the stage of redistribution， government departments use the income tax, transfer payments and other ways to adjust income share of the residents and the business sector. It could optimize the distribution pattern of national income. In terms of department of residents, government departments will receive income tax and social insurance from residents. At the same time, the government departments will transfer a portion of income to residents. Then it becomes the final formation of disposable income of residents. Redistribution pays great attention to fairness principle. Government department tax is conducive to narrow income gap between residents. So improvement of tax contribution is beneficial to narrow income gap between the residents.
Empirical Analysis
On the basis of above theoretical analysis, we use 2000-2014 panel data of 29 provinces and cities in our country (except Tibet) to establish econometric model for analysis.
Setting of Econometric Model and Variable Selection
In general, panel data has the characteristics of the time series, and it also can reflect the characteristics of the cross-section data. Panel data is widely used in econometric research. On the basis of our research, we set the following model: Explained variable is income gap between urban and rural areas (INE). We use the ratio of urban to rural income to reflect. Core explanatory variable is tax contribution that is divided into two categories: one is reflecting the tax revenue scale (C). The other one is reflecting structure of tax revenue, including turnover tax contribution (LC), income tax contribution (SC) and property tax contribution (CC). Turnover tax contribution is equal to the ratio of turnover tax revenue to GDP. Income tax contribution is equal to the ratio of income tax revenue to GDP. Property tax contribution is equal to the ratio of income tax revenue to GDP. In order to make econometric model results more convincing, we introduce other control variables to the model. Other control variables include economic development (PGDP), urbanization (UR), fiscal expenditure (FI) and economic openness (OPEN). Economic development is equal to GDP per capita. Urbanization is equal to urban population divided by the total population. Fiscal expenditure is equal to government fiscal spending divided by GDP. Economic openness is equal to import and export amount divided by GDP.
Data Source
The data of urban per capita disposable income, rural per capita net income, GDP, proportion of urban population, total population, total import and export amount, and government fiscal spending are from 2000-2014 China statistical yearbook [13] , part of data are from the statistical yearbook of provinces and cities. The data of total tax revenues, turnover tax, income tax and property tax are from 2000-2014 Chinese tax yearbook [14] . Tables  2-10 show the value of each variable. Table 11 is descriptive statistics of each variable.
Estimation Method and Measurement Test Results
We use the reviews 6. Table 12 show regression results of model 1 -3 by using fixed effects model.
As the results of Table 13 show, all variables get through t test. Most variables reject the null hypothesis under 1% significance level in model 1 -3. Part of variables rejects the null hypothesis under 5% or 10% significance level. R-squared and Adjusted R-squared of model 1 -3 reach more than 85%. It shows that the whole model has strong linear degree. F statistics of model 1 -3 are significant under 1% significance level. At the same time, each variable symbol of model 1 -3 is consistent with normal expectations. We can undertake economic analysis.
Model 1 is mainly used to demonstrate the relationship of Chinese actual situation and the "inverted U" hypothesis. According to the empirical results, the coefficient of per capita GDP is positive and the coefficient of per capita GDP square is negative. The test have good results. It shows that the relationship of income gap between urban and rural areas and economic development presents the Kuznets effect. With development of economy, income gap between urban and rural areas deteriorate in the beginning, and then improve.
In model 2, coefficient of tax contribution (C) is 3.38.The test has passed. It show that a positive relationship between income gap and tax contribution. If tax contribution increases 1%, income gap between urban and rural areas will expand 3.38%. General theory is that the relationship of tax contribution and income gap presents an opposite relationship, we can use tax to adjust residents' income gap, namely "high contribution -high fair, low contribution -low fair". Tax contribution is higher, it means national government has a stronger ability to concentrate financial resources and use resources. Then national government can provide more public goods to improve people's life and increase degree of economic and social justice. And low tax contribution is not beneficial to economic and social justice. Actual situation of other countries also can confirm this point of view. But the situation is different in our country. Since 2000, tax contribution of our country has been growing all the time, growth from 12.8% in 2000 to 19.6% in 2014. However, income gap between urban and rural areas have no decline, urban and rural income ratio rose from 2.76 in 2000 to 3.33 in 2009, down slightly after 2009, but still maintaining high proportion. At present, our country exist the objective fact of "high contribution-low fair". This is due to turnover tax contribution is the most important part in the tax contribution. In 2014, our country's tax contribution is 19.6%. Turnover tax contribution is 10.1%. Income tax contribution is just 5.0%. Turnover tax contribution is more than 50% of total tax contribution, nearly twice as much as income tax contribution. High turnover tax contribution is not conducive to narrow income gap between urban and rural areas. In the "high contribution -high fair" country, income tax contribution is the most important part in the tax contribution. high tax contribution is conducive to narrow the income gap between urban and rural areas. Note: * * *, * * and *, is respectively at 1%, 5% and 10% significance levels.
Model 3 shows turnover tax contribution (LC), income tax contribution (SC) and property tax contribution (CC) on the influence of income gap between urban and rural areas. Coefficients of turnover tax contribution and income tax contribution are positive. They are 5.00 and 1.64 respectively. Coefficient of property tax contribution is negative, it is 10.46. This means that improvement of turnover tax contribution and income tax contribution will expand income gap between urban and rural areas; Improvement of property tax contribution will narrow the income gap between urban and rural areas. Coefficient of property tax contribution is very big. It indicates that property tax contribution has an obvious effect of narrowing income gap. Yet property tax income of our country is very small at present. Property tax can't play a role. The reason why income tax contribution expand income gap between urban and rural areas is that income tax system of our country is not perfect, such as adopting classified collection of individual income tax system, unreasonable expense deduction, unscientific tax rate structure, lack of tax collection and administration, etc.
Other control variables in model 2 and 3. Coefficient of urbanization (CZ) is positive. It will expand income gap between urban and rural areas and has a significant effect. There are two reasons: one is rich rural residents may transform into urban residents; the other one is economic results that create by rural migrant farmers mainly stay in the city, and urban residents enjoy most part of them. It leads to expand income gap between the urban and rural areas. Fiscal expenditure (FI) is helpful to narrow the income gap between urban and rural areas. This is because since 2002, Chinese fiscal spending pay more attention to the people's livelihood. The government increase spending on basic education, health care, social security, etc. Fiscal expenditure on rural residents is also increasing year by year. The government is gradually changing the fiscal policy of "urban bias". We can see from the empirical results, fiscal expenditure is indeed narrowing income gap between urban and rural areas. Economic openness (OPEN) has the function of expanding income gap between urban and rural areas. With Chinese economic developing, foreign trade focuses more on production technology and capital intensive products. Production technology requirement of these high-tech products is high. But the salary is also well. High technical level of workers is mainly concentrated in cities. Improvement of economic openness contributes to expand income gap between urban and rural areas.
Conclusions and Policies
We can draw the conclusion from above theoretical and empirical analysis: improvement of tax contribution is not conducive to narrow the income gap between urban and rural areas in our country. Improvement of turnover tax contribution and income tax contribution will expand income gap between urban and rural areas. Improvement of the property tax contribution will narrow income gap between urban and rural areas. Fiscal spending' increase will narrow the income gap between urban and rural areas. The urbanization' and economic openness' increase will expand the income gap between urban and rural areas. Based on the above analysis, we can put forward the following Suggestions:
We need to deepen our country's current structural tax cuts. "Structural tax cuts" means in order to achieve a specific goal, according to specific groups and specific tax, it reduce tax burden level. Since 2008, the structural tax cuts had played a role in adjusting income gap between urban and rural areas, but its role is limited. It failed to reduce macro tax burden and change tax structure. So we should continue to deepen reform of structural tax cuts. First of all, we should vigorously promote to replace the business tax with the value-added tax, reduce proportion of turnover tax, inhibit further increase of macro tax burden, and improve income level of resident department. The second, we should adjust current consumption tax system, expand consumption tax items, and adjust consumption tax rate. The third, we should improve personal income tax system, establish taxation pattern in accordance with Chinese national conditions, improve the system of expense deduction, and formulate scientific and reasonable tax rate. The fourth, we should improve the system of property tax, reform property tax system, and impose inheritance tax and gift tax.
It is very important for us to vigorously promote fiscal policies about people's livelihood. Compared with urban fiscal expenditure, financial expenditure in rural areas is still limited. Therefore, it is necessary to further increase proportion of fiscal expenditure and optimize structure of expenditure for supporting agriculture. In addition, it is also important to increase the rural education investment. We should ensure that rural education and urban education are equality. In order to realize urban and rural residents without differentiation, we need to improve the rural social security system.
In the process of urbanization, we should reform the household registration system, establish unified household registration system, and establish a social security network across the country. It is beneficial for urban and rural labor to realize barrier-free flow. At the same time, it also could realize urban and rural public service equalization.
In terms of economic openness, we should maintain a certain proportion of labor-intensive products. It is beneficial to ensure income level of rural unskilled labor. On the other hand, we should actively improve the skill levels of rural labor force to match production of capital-intensive products. That is a good way to ensure improvement of income level of rural residents, then narrow income gap between urban and rural areas.
